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October 16, 2014

The Honorable Eric Garcetti
Mayor, City of Los Angeles
City Hall — Room 303
Los Angeles, CA 90012

RE: Council File 14-1381

Please find attached the Mayor approved CAO report relative to Board Resolution No.
25508 regarding approval of a ten-year lease with Keolis Transit America,
Incorporated at 6053 West Century Boulevard, Skyview Center.

Sincerely,

ToK
Christine D. Iseri
Government Affairs Representative
Los Angeles World Airport
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Approval of Lease Agreement with Keolis Transit
6053 West Century Blvd. (Skyview Center) for 17,194

of Office Space Adjacent to the Los Angeles
International Airport

processing, including Council consideration. See the
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REPORT FROM

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date:

To:

From:

Reference:

Subject:

October 1, 2014

The Mayor

Miguel A. Santana, City Administrative Officer

CAO File No. 0150-10267-0000
Council File No.
Council District: 11

Communication from the Department of Airports dated September 2, 2014;
referred by the Mayor for report on September 4, 2014

PROPOSED LEASE AGREEMENT WITH KEOLIS TRANSIT AMERICA, INC. AT
6053 WEST CENTURY BLVD. (SKYVIEW CENTER) FOR 17,194 SQUARE FEET
OF OFFICE SPACE

SUMMARY

The Executive Director of the Los Angeles World Airports (LAWA; Department) requests authority
to execute a proposed 10-year lease agreement with current tenant Keolis Transit America, Inc.
(Keolis Transit; tenant) for the use of 17,194 square feet of space on the ninth floor of the Skyview
Center Complex, 6053 West Century Boulevard (Building B), east of the Los Angeles International
Airport. The proposed lease will generate approximately $4.3 million in revenue to LAWA over the
10-year term. Similarly, any Common Area Maintenance (CAM) costs paid by LAWA that exceed
the 2015 base year costs will be recovered from the tenant.

If approved, the lease will commence on July 1, 2015, and conclude on June 30, 2025, with a
beginning lease rate of $1.85 and a concluding rate of $2.42 per square foot. The Keolis Transit
agreement is the first long-term lease for the Skyview Center since the complex, which consists of a
12-story office building with 203,000 rentable square feet, an 11-story office building with 204,000
rentable square feet for a combined total of 407,000 square feet, a parking structure for 412
vehicles, and an adjacent 14.42 acre surface parking lot, was purchased by LAWA in 2013.

According to the Department, the proposed lease terms comply with its underwriting guidelines that
were established at the time of purchase, which include the following:

o Rent is set at a minimum of $1.75 per-square-foot, in this case at $1.85 per-square foot,
which is appropriate for a Class A building in the Century Boulevard corridor

o For similar market-rate leases, the tenant is given one month free rent per year
o For broker commissions, the rate may not exceed six percent of the estimated lease

revenue—for both new and renewal leases
o The per-square-foot rate is $5 per year of term for Tenant Improvements for new leases and

$3 per-square-foot per year of term for Tenant Improvements for renewal leases
o Rental term is a minimum of five years
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The above-referenced aspects of the proposed lease with Keolis Transit, and this report, are based
upon revised information received from the Department subsequent to the initial request submittal.

Pursuant to Charter Section 606 and the Los Angeles Administrative Code Section 10.5, the
proposed lease, being that it is for a period longer than five years, must be approved by the
Council. Additionally, to become effective, the City Attorney must approve the lease as to form.

The proposed lease with Keolis Transit was approved by the Board of Airport Commissioners at its
meeting of September 4, 2014.

Background and Lease Terms

The following table illustrates the major components of the lease:

KEOLIS TRANSIT AMERICA, INC. • DETAIL OF SKYVIEW CENTER LEASE (LAX)

Description Date Leased Space Est. Cost Est. Revenue Comments

Lease Commencement 7/1/2015

Lease Expiration 6/30/2025 10 Years

Demised Premises 17,194 SF*

Rental Rate

CAM** Base Year

Annual CAM Costs

Tenant Improvements by LAWA

2015

$1.85 - $2.42 PSF

$283,200

$378,268

Market Rate for Area

and Class A

Building

Amount Revised

Broker Commission Paid by From the Original

LAWA $174,832 LAWA Board Rpt

Rental Revenue $4,300,000 Over 10-Year Term

*Square Feet

**Common Area Maintenance

According to LAWA, the initial per-square-foot rental rate of $1.85 corresponds to the market rate
for the area. The rental rate will increase annually by approximately three percent until it reaches
$2.42 in Fiscal Year 2024/2025. According to the Department, the occupancy rate for the 6053
West Century Boulevard building is 84 percent (78 percent actual occupancy with six percent of the
available space being held for the future relocation of LAWA staff).

While Keolis Transit is a current tenant in Skyview Center Building B, the Department is treating the
proposed lease as a new lease with new terms rather than an extension of the current lease.

In order to lock in a market revenue stream, the Department proposes to execute the lease with
Keolis Transit during the next quarter even though the lease commencement date would not be
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With respect to the tenant improvements being made by LAWA as part of the lease, they consist of
improvements to meet code requirements and to accommodate the tenant's needs and include
ADA (Americans with Disabilities Act) upgrades to restrooms, electrical upgrades, changes to
finishes, new carpet and paint, and fire/life safety upgrades.

According to the Department, the use of commercial brokers and the payment of a Brokers
Commission is standard in the industry, even for a renewal lease for an existing space, in that (1)
LAWA does not have commercial office brokers on staff (LAWA's property managers deal primarily
with leases involving aeronautical uses) and must depend upon commercial brokers for any non-
aeronautical use leases, (2) it helps the Department remain competitive in the Century Corridor
office space market, and (3) it helps with retaining existing tenants that could re-locate to adjacent
office buildings.

The Department requested, and the Board of Airport Commissioners approved at its meeting of
September 4, 2014, a finding that the City's competitive bidding restrictions do not apply to the
proposed lease with Keolis Transit, pursuant to Administrative Code §10.15(a)(10) and subject to
the requirements of Charter Section 1022 ("Use of Independent Contractors"), in that the
competitive selection process has already been conducted by the Department's property
management company (Equity Office Partners; assigned to and retained by LAWA under the terms
of the 2013 Skyview Center property sale; C.F. 13-0644, 6-18-03) for the subject property. As a
consequence, initiation of a new competitive selection process would, in view of the above-
referenced Administrative Code and Charter sections, be "undesirable" and/or "impractical."

Alternatives to Approving the Proposed Lease

According to the Department, there are two possible alternatives to approving the proposed 10-year
lease with Keolis Transit as follows:

• Deferring approval of the lease. To do so could result in the loss of the tenant and the
corresponding loss of approximately $4.3 million in revenue to LAWA. Additionally, it could
hamper the Department's efforts to attract prospective tenants thereby increasing the
vacancy rate from its current 16 percent

• Leasing the space to another tenant. While normally a viable alternative, to date, no other
interested parties have been identified

Compliance with City Administrative Requirements

Since the proposed agreement is a property lease, the Department's request is not subject to the
provisions of Charter Section 1022.

Regarding the Department's compliance with the CEQA (California Environmental Quality Act)
guidelines, issuance of agreements, renewals, amendments, and extensions thereof or other
entitlements granting use of an existing facility at a municipal airport involving no expansion of use
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are exempt from the requirements of the CEQA pursuant to Article III, Class 1(18)(c) of the Los
Angeles City CEQA Guidelines. Furthermore, the tenant must comply with the following City
Standard Provisions for leases and contracts: the Affirmative Action Program; Child Support
Obligations Ordinance; submission of approved insurance documents, in the terms and amounts
required, prior to execution of the lease; the Contractor Responsibility Program; and the provisions
of Charter Section 470{c}{12} pertaining to the City's Bidder Contribution CEC (City Ethics
Commission) Form 55 restrictions. The tenant must also be determined, by the Department of
Public Works, Office of Contract Compliance, to be in compliance with the Equal Benefits
ordinance provisions prior to execution of the lease. The lease agreement with Keolis Transit is not
subject to the provisions of the Living Wage/Service Contractor Worker Retention Ordinances, the
Small Business Enterprise Program, and the First Source Hiring Program.

Pursuant to Charter Section 606, "Process for Granting Franchises, Permits, Licenses and Entering
Into Leases," and the Los Angeles Administrative Code Section 10.5, "Limitation and Power to
Make Contracts," unless the Council takes action disapproving a franchise, permit, license or lease
that is longer than five years within 30 days after submission to Council, the lease shall be deemed
approved. In addition, the proposed lease, being that it is for a period longer than five years, must
be approved by the Council. Additionally, to become effective, the City Attorney must approve the
lease as to form.

RECOMMENDATIONS

That the Mayor:

1. Approve, subject to City Attorney approval as to form, the proposed lease between
the Los Angeles World Airports (LAWA) and Keolis Transit America, Inc. for the use
of 17,194 square feet of office space at the Skyview Center, 6053 West Century
Boulevard (Building B), east of the Los Angeles International Airport (LAX) for a 10-
year term beginning July 1, 2015, and concluding June 30, 2025; and

2. Return the proposed lease to the Department for further processing, including Council
consideration.

FISCAL IMPACT STATEMENT

Approval of the proposed lease agreement with Keolis Transit America, Inc. will result in
approximately $4.3 million in revenue to the Department over the 10-year lease term. The $378,268
for Tenant Improvements and $174,832 in Broker Commissions are available in the Department's
FY 2014-15 Operating Budget, LAX Cost Center 1180004 — Real Estate Services, Commitment
Item 520 — Contractual Services; consequently, there is no need for an appropriation and there is
no impact on the City's General Fund. This project complies with the Department of Airports'
adopted Financial Policies.
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Pursuant to Charter Section 606, "Process for Granting Franchises, Permits, Licenses and Entering
Into Leases," and the Los Angeles Administrative Code Section 10.5, "Limitation and Power to
Make Contracts," unless the Council takes action disapproving a contract that is longer than five
years within 30 days after submission to Council, the contract shall be deemed approved.
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